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AN INDEX OF BUSINESS ACTIVITY FOR LONDON 


Morris WOLFE 


EDITOR’S NOTE: Mr. Wolfe’s thesis, from which this article was taken, 
is the ground work in the preparation of a composite index for business activity 
in London. This work is to be developed at the University during the next year, 
with the intention of publishing monthly an index believed to be unique in Canada. 


NDEX numbers measuring 
changes in business activity 
for the nation as a whole have 
been given considerable atten- 
tion in recent years. It is well 
known, however, that in any 
given area wide departures from 
the national movement may occur 
and it is therefore desirable to 
supplement national indexes by 
regional or local studies. With 
this purpose in mind, the writer 
has begun a tentative study which 
has as its goal the development 
of a business index reflecting 
fluctuations in business activity in 
London, Ontario, during the past 
ten years (1926 to 1935 in- 
clusive). 

The problem of constructing 
regional indexes of business ac- 
tivity suitable to the purpose at 
hand is somewhat different from 
that involved in constructing the 
index for the country as a whole. 
In the first place, there is a much 
smaller volume of regional than of 
national data available and conse- 





quently a narrower base for a good 
sampling job in selecting the sig- 
nificant data. In the second place, 
even where similar data are avail- 
able for the local territory and for 
the country, the regional data may 
reflect business conditions in the 
local territory less accurately than 
national data do for the entire 
country. Finally it has been 
thought impracticable, where agri- 
culture is of any considerable im- 
portance, to construct a regional 
business curve based solely on 
industrial activity and not taking 
into account fluctuations in agri- 
cultural earnings or purchasing 
power. 

As a result of these conditions it 
has been difficult to construct 
regional business indexes which 
are statistically and economically 
homogeneous to the index for the 
country as a whole. In this project, 
however, an effort has been made 
to choose several representative 
series, covering several activities, 
which will reflect changes in 
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economic conditions in London with 
reasonable accuracy. The following 
series are used: bank debits, elec- 
tric power consumption, building 
permits for residential construc- 
tion and railroad tonnage-out of 
London. Several temporary, tech- 
nical difficulties prevented the use 
of the last two series in the final 
index, which is presented here, but 
as the method is more important 
than the result at this early stage, 
descriptions of the four series 
have been included in this article. 
Statistics are not available at this 
time for several other series which 
could well be employed in the 
index, such as, retail sales, employ- 
ment, life insurance sales and com- 
mercial failures. It is hoped that 
the basis of the index will be 
broadened out during the course 
of the next year and its reliability 
thus enhanced. 


Fluctuations in Business Data 


There are, in general, three dis- 
tinct types of fluctuation which 
influence the value of business 
data: 

1. The Secular Trend. 

2. Seasonal Variation. 

8. The Business Cycle. 

When any series of business 
data has been charted it will be 
seen that there is, generally, a 
noticeable tendency for the data 
either to increase or decrease over 
a long period of time. This long 
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range tendency, termed the secular 
trend, was apparent enough to 
need correction only in the data 
for electric power consumption. 

Seasonal variation is not present 
in all business data, but in a great 
many instances there is a steady 
movement from month to month 
which recurs each year. This 
factor is the characteristic dis- 
tribution of the data within the 
year; it influences the monthly 
volume but not the yearly volume 
of business. 

Secular trend and seasonal varia- 
tion are the elements of regularity 
in business data. There are varia- 
tions, however, besides these two, 
which show the results of other 
influences on business data. The 
business cycle is caused by the 
succession of prosperous years 
and slump years in the busi- 
ness world. It is affected chiefly 
by influences which are irregular 
both to the extent of their 
fluctuation and to the time dur- 
ing which they prevail. Thus, 
once the trend of a series of data 
has been determined and corrected 
for the seasonal variation, the dif- 
ference between these adjusted 
figures and the original data will 
leave the cycle factor as a residue. 


Pe ts 


The “Normal” in Business 


Business is often said’ to be 
“about normal” or above or below | 
“normal.” When so used the term 
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“normal” is recognized generally to 
mean a level of activity which is 
characteristic of the degree of 
business progress attained at the 
time and at the season of the year. 
In other words, if there were no 
changes except those due to basic 
trend and_ seasonal variation, 
the situation would always be 
“normal.” When the business of 
a country or a community is above 
or below normal, the excess or 
deficiency is usually attributed to 
the business cycle. 

Upon examination of the data 
comprising the four series used in 
this study the year 1926 appeared 
to approximate most closely a 
normal year in accordance with 
the above definition. Cyclical 
fluctuations were not pronounced 
in any single series of business 
data, whereas trend and seasonal 
factors were fairly regular. As a 
result, 1926 is considered the basic 
or normal year in this study and 
relatives are computed for each 
series, with 1926 as the base year. 


Measurement of Seasonal Varia- 
tion and Secular Trend 

The measure of seasonal varia- 
tion is accomplished by construct- 
ing seasonal indexes, which are a 
set of twelve ratios showing the 
usual relative position of each 
of the twelve months of the 
year to the average for the 
year or for a period of years. 
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The seasonal index is merely 
a set of percentages, indicating 
that the various months of the year 
are, respectively, greater or less 
than the corresponding trend 
points in a normal year; thus, a 
January seasonal of 110 means that 
a normal January is ten per cent. 
greater in volume than the trend 
at that point would indicate. 

The problem of calculating the 
secular trend of a series of business 
data resolves itself into fitting a 
straight line or a curve through 
the graph of the data which, while 
not following the detailed fluctua- 
tions of the data, does in a general 
way move in a smooth line in the 
same direction. Such a straight 
line or curve could be drawn free- 
hand through the graph of the 
data, and if sufficient care and 
judgment is used in the placing of 
this curve, a good approximation 
to the line of trend could be 
realized. 

The index of local business 
activity under consideration was 
computed by deriving percentage 
relatives for each series of data 
used; that is, for example, in the 
case of bank debits the corrected 
monthly debits for 1926 (the 
normal or base year) wereeadded 
and averaged; the corrected debits 
for each month in all the ten years 
were then expressed relative to 
the average monthly volume for 
the year 1926. These percentage 
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relatives for the various series 
were then averaged arithmetically 
and the resulting relative was the 
index of business activity. 


BANK DEBITS 


The Scope of Bank Debits Data 

Figures for bank debits, which 
are supplied monthly by the 
Dominion Bureau of Statistics, are 
very useful in that they afford the 
most general index of business 
activity available. They make it 
possible to measure the dollar 
volume of transactions made 
through checks, and hence reflect 
the “prices” of goods, services (i.e. 
wages in general) and securities, 
as well as the “volume” of transac- 
tions, whereas most series ex- 
pressed in physical units, however 
well they may reflect general move- 
ments, actually apply to some par- 
ticular phase of activity, such as 
freight shipments or manufactur- 
ing. In general, bank debits reflect 
two main elements. These are, 
first, the physical volume of com- 
modities, securities and services 
for which payment is made by 
check; and, second, the prices for 
which the commodities, securities 
and services are exchanged. Fur- 
thermore, it may be pointed out 
that they make it possible to 


measure turnover or velocity of 
bank deposits, a factor that is 
often not taken sufficiently into 
consideration in discussing the 
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relationship between business and 
bank credit. The broad signifi- 
cance of bank debits is further 
revealed when one considers that, 
according to latest estimates, 
approximately ninety per cent. of 
all business is paid for by check. 


Limitations of Bank Debits Data 


In as much as security sales, real 
estate transactions and dividend 
payments constitute a fair percent- 
age of the total of bank debits, 
they cannot be considered as 
accurately representative of the 
total volume of trade and industry. 
As they exist, bank debits to 
individual accounts are only fairly 
accurate trade indexes and until 
they are placed on a sound basis, 
through the elimination of specula- 
tive activity and price changes, 
etcetera, they cannot be considered 
by themselves as absolutely de- 
pendable business barometers. 


ELECTRICAL POWER 
CONSUMPTION 


As a series expressed in physical 
units, the data for electric power 
consumption reflect not only 
activity in nearly all branches of 
business, including trade, trans- 
portation, manufacturing and min- 
ing, but, since they include elec- 
tricity used for lighting electrical 
appliances, the prosperity of 
private consumers is measured as 
well. Moreover, the figures for 
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electric power produced have an 
additional advantage for the meas- 
urement of business activity since 
power is not stored, its production 
being synchronous with its con- 
sumption. 

The data in this series have been 
obtained from the records of the 
Hydro Electric Power Commission 
of London and represent the 
amount of power consumed in this 
city for heat, light and power 
requirements. As a result it is a 
fairly accurate barometer of indus- 
trial activity as well as an indicator 
of the purchasing power of private 
consumers. Power sales, though 
affected by seasonal changes in 
industrial activity peculiar to the 
district served, are influenced con- 
siderably by changes in business 
conditions. Lighting sales, on the 
other hand, reflect closely changes 
in consumption varying with the 
length of day, which changes with 
the season; but they are less sub- 
ject to business conditions, since 
there is a large volume of lighting 
demand for residences and streets, 
which goes on regardless of the 
state of business conditions. The 
value of this series as a barometer 
of trade can thus be readily under- 
stood when one realizes that ab- 
normal or irregular fluctuations are 
due primarily to fluctuations in 
industrial activity. Furthermore, 
of great significance in this regard 
is the fact that Electric Power Con- 
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sumption data are not subject to 
the effect of price level changes. 
Movements in the value of money 
will have no direct influence upon 
the interpretation of this series, 
which is expressed in kilowatt 
hours. 


BUILDING PERMITS FOR RESI- 
DENTIAL CONSTRUCTION 
Significance of the Data 

Statistics indicating building ac- 
tivity do not relate to construction 
activity actually under way, but to 
the issuance of permits or letting 
of contracts, which occur in 
advance of building construction. 
Hence the figures for one month 
forecast building construction for 
the months immediately following. 
The value of permits should serve 
as an indicator of employment in 
the building trade and industrial 
field. Building permits serve not 
only as a measure of building 
activity being initiated but also as 
a barometer of business conditions. 
There is little doubt that construc- 
tion has played a very important 
role in determining conditions in 
many branches of business during 
the past decade. As far as present 
business activity is concerned, it 
has been generally recognized that 
any genuine increase in the opera- 
tions of the construction industry 
would provide an enormous stim- 
ulus to other branches of business 
and would reflect purchasing power. 
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Analysis of the Residential Permit 
Data 

Statistics for the building indus- 
try are characterized by their 
irregularity and extreme fluctua- 
tions. Regardless of the care 
taken in making adjustments for 
increases or decreases due to 
abnormalities of the calendar, 
holidays and usual seasonal varia- 
tions which are considerable, the 
resulting records of cyclical activity 
display much unevenness. Further- 
more, before the value series of 
building permits for new houses 
can be considered statistically 
accurate, it must be adjusted for 
changes in construction costs. If 
it were possible to find an adequate 
index number representing cost of 
construction, the use of permit 
values would be more significant. 
As the series now stands, however, 
it requires considerable arranging 
and manipulating before it can be 
used in a composite index of busi- 
ness activity. 

Construction data follow a 
definite seasonal pattern. In almost 
ever year there is a pronounced rise 
in the volume of residential build- 
ing during the late winter and 
early spring months of February, 
March and April and also in the 
fall months of August, September 
and October. The reasons for this 
lie probably in the ease of construc- 
tion and the loosening of the money 
situation during these periods. ' 
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In years of fairly normal activity, 
residential contracts exclusive of 
permits for alterations, additions, 
etcetera, represent from thirty- 
five to forty per cent. of the total, 
the value of each contract averag- 
ing about $3,500. This means that 
the average cost of a house in 
London is $3,500. In recent years, 
however, this figure has dropped 
appreciably. The gradual decline 
in Value of Residence Permits 
Issued for new houses ever since 
1928 indicates that no shortage of 
houses existed during the years 
1928 to 1932 and that when the 
depression came, all building needs 
had been fully met. It now seems 
probable, however, that with the 
exceedingly low volume of resi- 
dential building activity during the 
last four years, important increases 
in the construction industry will 
lead the way to a further revival 
of business conditions. 


RAILROAD FREIGHT — CAR 
TONNAGE 


Significance of Tonnage Data 

The loadings figures constitute 
an important series for the study 
of general business conditions in 
that they serve as a good indicator 
of the physical volume of business 
done. Miscellaneous freight load- 
ings form a quite comprehensive 
measure of manufacturing activity, 
except perhaps in periods when 
factories are stocking goods. On 
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the other hand the merchandise 
less than carload traffic, which con- 
sists for the most part of small lot 
shipments, comes very near to 
representing activity (or antici- 
pated activity) in retail trade. It is 
evident, therefore, that insofar as 
tonnage data covers many phases 
of business performance, it should 
serve as an adequate measure of 
business conditions. 


Selection of Tonnage Data 


Upon examination of the avail- 
able data, it was decided to use only 
the series for tonnage out of 
London, chiefly for the following 
reasons: 

1. Tonnage-out represents prim- 
arily merchandise produced in 
London and shipped to other 
centres; therefore manufacturing 
activity is reflected to a full extent. 

2. Tonnage-out of London refers 
to those shipments actually arising 
in London whereas tonnage in may 
represent tonnage shipped into 
London or through London billed 
for some other city. 

3. By. using freight - out a 
measure of the volume of money 
coming into this city as a result of 
manufacturing operations may be 
obtained. 

The data secured have been 
taken from the monthly earnings 
statements of the Canadian Na- 
tional and Canadian Pacific Rail- 
Since a large part of 


ways. 
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the freight-out of the Canadian 
National Railway was in past years 
coal shipped by boat to Port 
Stanley, figures for these coal 
shipments were subtracted from 
the total. 

Although Canadian National 
Railway figures were availabie for 
the period under consideration, it 
was found impossible to obtain 
Canadian Pacific Railway figures 
for the years 1926 and 1927. 
An attempt was made to project 
the available data so as to complete 
them for the missing years. The 
result gave such an abnormal jump 
in volume from 1927 to 1928 that 
the series was judged too un- 
reliable for use in the composite 
index. 


THE INDEX OF BUSINESS 
ACTIVITY 

The record of business was con- 
densed as far as possible in one 
curve, the Index of Business 
Activity for London. As has been 
stated, the chief purpose of this 
index is to secure a measure of 
fluctuations in business by exam- 
ination, correction and interpreta- 
tion of factors which have an 
important bearing upon this ac- 
tivity. Without the use of a sum- 
marizing device such as an index 
number it would be impossible to 
obtain a definite knowledge of the 
changes in a group of variables. 
Because of present difficulties in 
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adjusting the series for building 
permits, and also because of the 
impossibility of completing the 
data for tonnage-out, only two 
series, the most important of the 
four because of their broad scope 
and statistical regularity, have 
been included in the index. 

Only a start has been made in 
the compilation of the index and 
much has to be done before it can 
be considered statistically reliable. 
As many series of data as possible 
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should be used and each should be 
weighed in proportion to its rela- 
tive importance. The inclusion of 
series covering widely diverse sub- 
jects, such as employment, life 
insurance sales and retail sales in 
London would greatly enhance the 
value of the index. Furthermore, 
although considerable manipulation 
may be required, it is felt that the 
two rejected series can be adjusted 
in such a way as to permit their 
use. 








155 


| seos | veer | eos Te ET £6} 6364 | 8361 











TWWYON—9861 
NOGNO?1 


ALIAILDVY SSINISNG# JO XIAGNI 


Z 
3 
5 
S 
3 
5 
fe 
< 
eB 
is 
Zz 
a 
5 
m 
fx 
3S 
a 
as 
Q 
Z 
— 
Zz 
< 




















TRADE MARKS IN CANADA 


Ross C. FULLER 


CCORDING to Webster’s In- 
ternational Dictionary, “A 
trade mark is a peculiar distin- 
guishing mark, device, or symbol, 
affixed by a manufacturer, mer- 
chant, or trader to his goods in 
order to identify them as his and 
to distinguish them from the goods 
manufactured or sold by others. A 
trade mark is now considered 
property, at least to the extent that 
it is transferable, if transfer does 
not involve fraud on the public.” 
The Encyclopaedia Britannica says 
in part: “The property and the 
right to protection are in the de- 
vice or symbol adopted to desig- 
nate the goods to be sold, and not 
in the article which is manufac- 
tured and sold. The article is open 
to the whole world to manufacture 
and sell and all that the owner of 
the trade mark is entitled to pre- 
vent is such use of his mark by 
other traders as will lead purchas- 
ers to buy, as his, goods which are 
not his. Trade mark law in Eng- 
land commenced with the begin- 
ning of the nineteenth century. 





1This article has been taken from Mr. 
Fuller’s thesis “Trade Marks in Canada.” 





There was no written law, how- 
ever, until 1862. Provision was 
first made for registration of 
trade marks by the Trade Marks 
Registration Act, 1875. This stat- 
ute made registration prima facie 
evidence of the right of the regis- 
tered proprietor to the exclusive 
use of the trade mark. The act 
also provided that a person should 
not be entitled to institute any pro- 
ceeding to prevent the infringe- 
ment of a trade mark until it was 
registered. 

“The Trade Marks Act of 1905 in 
England repealed and remodelled 
the old Trade Marks Acts and this 
act, with a few amendments, is in 
force today.” 

In Canada, the law of trade 
marks has been regulated by Do- 
minion statutes. These laws were 
very similar to English statute 
laws at first, but they have gradu- 
ally become more Canadian and 
more suited to Canadian business. 
The original Trade Mark Act in 
Canada was passed in 1860, but 
this law was repealed in 1861. The 
second act defined what might be 
used as a trade mark, provided 














registration facilities and penalties 
for infringements as protection for 
the owner. After the passage of 
the act the number of registered 
trade marks grew rapidly. In 1868 
there were 32; in 1900, 447; in 
1932, 3,143, the record number. 

That the proper choice of a 
trade mark has long been a subject 
worthy of shrewd thought is shown 
by this advice given in 1908: 
“Sentiment plays a part in the sell- 
ing of goods. Avoid the use of the 
term ‘Colonial’—it will spoil the 
sale of the best goods, as it is gen- 
erally supposed in Canada that a 
colonial brand is necessarily in- 
ferior, and the term ‘Colonial’ is 
not popular. European manufac- 
turers should avoid the use of the 
term ‘American.’ Canadians are 
jealous of their identity, and resent 
confusion with the neighbouring 
country. If it is desired to make 
use of Canadian national sentiment 
—the words ‘Royal,’ ‘Imperial,’ 
‘Canadian,’ ‘Iroquois,’ and _ the 
brands, ‘Maple Leaf,’ or ‘Beaver’ 
are popular.”? 

Until the passage of the Trade 
Marks and Designs Act in 1927 the 
law covering trade marks devel- 
oped from the decisions in numer- 
ous court cases. In 1920 it was 
made plain that the owner of a 
trade mark could not bring a court 
action unless his trade mark was 





1Heaton’s Annual Commercial Hand- 
book of Canada, 1908, page 58. 
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registered. But the registration 
does not make it a valid trade 
mark if contested in court; it 
merely shifts the onus. A case 
tried in 1925 brought out that in 
deciding whether there is infringe- 
ment or not, the court will con- 
sider the impression produced by 
the mark as a whole, and the mark 
used need not correspond in all 
respects to that of another com- 
pany to constitute infringement. 
Also, in a case of infringement it 
is not necessary that improper mo- 
tives or fraudulent intentions be 
made out. The only question is 
whether or not the alleged in- 
fringing mark is likely to deceive 
and mislead the public. The third 
important point emerging from 
these court actions is that if a 
word (i.e. zipper) is common to a 
trade, it usually cannot be regis- 
tered as a trade mark. 

The Unfair Competition Act of 
1932 is the latest act dealing with 
trade marks in Canada. With this 
act, all sections in the Trade Marks 
and Designs Act of 1927 referring 
to trade marks were repealed. As 
defined in the Unfair Competition 
Act (preamble), a trade mark is 
a symbol which distinguishes par- 
ticular wares falling within a gen- 
eral category from other wares 
falling within the same category. 
It may be used by any person who 
engages in trade and commerce for 
the purpose of indicating to deal- 
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ers or users of his products that 
they have been manufactured, sold, 
or leased by him, or that they are 
of a certain standard, or have been 
produced under certain working 
conditions, by a certain class of 
people, or in a defined territorial 
area. It includes any distinguish- 
ing guise (i.e., shape, mould, wrap- 
ping, package) capable of becom- 
ing a trade mark. 

No one may adopt for use in 
Canada any trade mark which: 

1. Is already in use in Canada, 
and is registered in the Canadian 
Trade Mark Register. 

2. Is already in use in any other 
country of the Union for the Pro- 
tection of Industrial Property’ and 
is known in Canada through adver- 
tisement or any printed material 
circulated among dealers and users 
in Canada. 

3. Is similar to any trade mark 
already in use in Canada. 

If any commercial symbol has 





1By the international convention for 
protection of industrial property held in 
Paris, 1883, the signatory States (others 
have since acceded) agreed that the sub- 
jects or citizens of each State should, in 
all other States, enjoy, as regards trade 
marks and trade names, the advantages 
that their respective laws then granted, 
or should thereafter grant, to their own 
subjects or citizens. 

The signatory States, 38 in number, 
set up an International Bureau of the 
Union at Berne, which most important 
function is the international registration 
of national trade marks to be protected 
in = territories of all States. 

ncyclopaedia Britannica—Volume 22, 
10h Edition, page 581. 


become known in Canada as desig- 
nating the kind, quality, quantity, 
destination, value, place, or date of 
production of any products, no per- 
son may adopt it as a trade mark. 
No trade mark which resembles 
any national emblem, such as the 
flag or the Royal Arms, can be 
used in Canada. 

The first person to use a trade 
mark in Canada is entitled to its 
exclusive use if the trade mark is 
recorded in the trade mark regis- 
ter or if he makes application for 
registration, the fee for which is 
$25.00, within six months after 
he first uses it in Canada. Pro- 
vision is made in the Act for 
applications not coming within the 
above-mentioned six months 
period. In such instances, the reg- 
istration shall not be allowed until 
after the expiration of six months 
from the date of application. 

This section is a most important 
provision in the statute, since it 
makes it possible for one who de- 
sires to adopt a trade mark to 
ascertain beforehand whether or 
not he can secure exclusive right 
to the use of the mark on his par- 
ticular products. This informa- 
tion is obtainable in the register, 
which is open to the public at all 
times. 

Again it is emphasized that no 
one may institute proceedings to 
prevent infringement of any trade 
mark unless the trade mark is re- 
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corded in the Trade Mark Register. 

If anyone adopts a trade mark 
which is identical with any trade 
mark now in use in Canada, he 
must prove that he has acquired 
ownership of the trade mark, or at 
the time of his adoption of the 
trade mark he did not know that it 
was already in use, or that he has 
used the trade mark in the course 
of his business for the past five 
years. No one may continue to use 
any trade name if he knew at the 
time of its adoption that it was 
similar to the name of a business 
of the same character being car- 
ried on in Canada. This also 
applies to foreign businesses in 
Canada if the foreign trade name 
was known in Canada. On the 
other hand, no one can be prevent- 
ed from carrying on business in his 
own name if the business is carried 
on in good faith and without any 
intention of deceiving the public. 

A trade mark which is intended 
to indicate special features of pro- 
duction, such as production under 
defined working conditions, may 
be used only by a person who is 
not engaged in the manufacture or 
sale of the product. Marks of this 
type are known as association and 
territorial trade marks. 

The owner of a registered trade 
mark may license its use with such 
products as he may select from 
time to time, and may prevent any 
unauthorized persons from using 
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it. The owner may assign the 
right for his trade mark to be used 
in any other country along with 
the good will of his business in that 
country by putting notice of the 
grant of such a right in the 
Trade Mark Register. A registered 
trade mark cannot be assigned or 
transmitted in Canada, however, 
unless it is in connection with the 
assignment or transmission of the 
good will of the business carried 
on in Canada. In any case, the 
trade mark terminates with the 
good will. 

The original period of registra- 
tion of trade marks in Canada is 
15 years. A trade mark already 
on the register when the Unfair 
Competition Act was passed in 
1932 may be renewed for 25 years 
from the date of original registra- 
tion or 25 years from the date of 
the last renewal. Any trade mark 
registered under this Act may be 
renewed for periods of 15 years. If 
a trade-mark has been on the reg- 
ister without renewal for a reason- 
able period after the time for 
renewing the mark has passed, the 
registrar has the power to cancel 
the mark. The owner, of course, 
may cancel a registered trade 
mark whenever he wishes. 

If the Registrar of trade marks 
refuses to register any application 


‘which has been made to him, the 


applicant may appeal to the Ex- 
chequer Court of Canada within 
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sixty days after receipt of the 
notice of refusal. Notice of this 
appeal is filed with the Registrar 
of trade marks, the Registrar of 
the Exchequer Court of Canada 
and any person who has a claim to 
the disputed trade mark. 

The Exchequer Court has juris- 
diction to order any entry already 
on the register to be expunged or 
amended on the ground that at the 
date of the entry the facts regard- 
ing the rights of the person ap- 
pearing to be the owner were not 
accurately defined. In addition, 
this court hears actions on the 
legality of trade marks. If it can 
be proved before the Exchequer 
Court or a superior court that 
goods have been falsely trade 
marked, the court may make an 
order for the custody of the goods 
until the final decision concerning 





their distribution or importation 
is given. In the case of unlawful 
trade marks, the court may issue 
an injunction or an order for re- 
covery of damages and cause the 
dies and all materials used in mak- 
ing the trade marks to be de- 
stroyed. Any judgment of the 
Exchequer Court is subject to ap- 
peal, however, no matter what 
amount of money is involved in 
the action. 

At the time of passage this fed- 
eral statute was recognized as a 
great improvement in the law re- 
lating to an important branch of 
our system for the protection of 
industrial property. That the 
judgment was well founded is 
proved by the fact that no serious 
cases have arisen in the interven- 
ing period. 
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INTEREST FOR CANADIANS 


FRED LANDON 


ESIDENTIAL elections in 

the United States have long 
been recognized as having influ- 
ence upon the trend of affairs in 
Canada. The election of Andrew 
Jackson to the presidency exact- 
ly one hundred years ago set 
ideas in motion in his own land 
that quickly communicated 
themselves to Upper Canada and 
may properly be regarded as one 
of the factors in creating the 
popular unrest which culminated 
in the rebellion of 1837. There 
were many factors in that Ca- 
nadian uprising, but the winds 
of Jacksonian democracy blow- 
ing across the boundary lines 
must not be overlooked. Lin- 
coln’s election in 1860 had a 
significance that was understood 
by not a few Canadians, George 
Brown and Thomas D’Arcy Mc- 
Gee among others, and the 
sequence of events that followed 
his election hastened Canadian 
confederation; was, indeed, per- 
haps the spark which set the 
forces leading towards union 





into motion and thereby pro- 
duced the new Dominion. 

The influence of the United 
States upon Canadian develop- 
ment is a subject of widespread 
study at the present time. Fi- 
nanced by the Carnegie Endow- 
ment for International Peace, 
investigation of the reciprocal 
relations of these two neighbour- 
ing countries and peoples is in 
progress, leading scholars on 
both sides of the line being en- 
gaged in examination of the 
many ways in which the republic 
and the Dominion have each 
touched and influenced the other. 
Probably at no time have these 
mutual relations been more in- 
fluential than at the present 
time. More and more, Canadians 
are being forced to recognize 
that they live in North America, 
that they are citizens of North 
America and that what goes on 
in North America will in general 
touch them more closely than 
the events and developments in 
any other part of the world. 
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Three years and nine months 
ago the presidential election 
brought to the White House 
Franklin D. Roosevelt, the 
nominee of the Democratic 
party. Herbert Hoover, Re- 
publican president during the 
preceding term, was badly de- 
feated, ending the period of 
twelve years during which his 
party was in control of affairs. 
Five days after President Roose- 
velt’s inauguration he called 
Congress in special session and 
was promptly given such powers 
as no chief executive had ever 
exercised in peace times. The 
reason was that never before in 
peace times had there been need 
for such emergency powers. The 
country was facing a business 
and financial collapse that would 
lead no one knew where. Presi- 
dent Roosevelt believed, and 
many believed with him, that 
the crisis had been largely 
caused by low moral and busi- 
ness ideals and by selfish indi- 
vidualism. The task that was 
ahead was to restore prosperity, 
but in the restoration of pros- 
perity, if that were possible, 
“there must be a strict super- 
vision of all banking and credits 
and investments; there must be 
an end to speculation with other 
people’s money; and there must 
be provision for an adequate but 
sound currency.” There was 


ample reason for demanding 
these safeguards. A month be- 
fore the inauguration the Gover- 
nor of Michigan had issued a 
proclamation ordering the clos- 
ing of the banks in that State. 
The governors of other States 
followed in proclaiming “bank 
holidays.” On the day that Con- 
gress assembled an emergency 
measure legalized the Presi- 
dent’s proclamation closing all 
banks in the country, giving to 
him the power to open those that 
were sound and to keep closed 
those that were unsound. This 
was but the beginning of a 
transfer of powers to the Presi- 
dent that gave to him an un- 
precedented control over the 
financial affairs of the country. 
There was in this transfer of 
power a recognition of national 
emergency, but the President’s 
responsibility could not end with 
measures of a purely prevau- 
tionary and safeguarding char- 
acter. The constructive side 
consisted of that noteworthy 
variety of measures to which as 
a whole there has been given 
the name of “The New Deal.” 
President Roosevelt’s own 
conception of what is involved in 
the New Deal may be found in 
his book, “Looking Forward.” 
His vision is of a “partnership” 
of government and business, 
with more effective regulation 
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of business, national planning 
and greater power for the na- 
tional government. This is in 
direct contrast to Hoover’s “rug- 
ged individualism” and to the 
laissez-faire economy that domi- 
nated Republican policies from 
the days of the Civil War. The 
search is to be for social justice, 
Lincoln’s “government of the 
people by the people,” Cleve- 
land’s ideal of public decency, 
Theodore Roosevelt’s “square 
deal” and New Nationalism, 
Woodrow Wilson’s New Free- 
dom. Franklin D. Roosevelt is 
not the first President to sense 
the loss of social justice in a 
nation gone money-mad. Others 
in their day recognized the 
tragedy that lay in the contrasts 
of wealth and poverty and in the 
decrease of opportunity. It was 
not the people who had failed, 
but rather their leaders. 

The Bennett administration 
was less than two years in office 
at Ottawa when the Roosevelt 
“New Deal” program was in- 
augurated. The problems with 
which Canada’s government had 
to deal were in many instances 
similar to those of the United 
States. There was no financial 
crisis in this country since no 
banks closed their doors, but 
there was widespread unemploy- 
ment, demands from its victims 





for relief and an uneasiness as 
to the future that was chilling 
in its effects. Canada had gone 
through a period of depression 
in the 1870’s, coinciding with the 


American depression following 


the Civil War, and in that period 
the government of Alexander 
Mackenzie had sought to avoid 
the worst consequences by rigid 
economy, by entering upon no 
new public works and by delay- 
ing the great project then al- 
ready inaugurated, the Canadian 
Pacific Railway. After some 
deliberation the Bennett admin- 
istration chose the opposite 
course and decided that the way 
to restore prosperity was to 
spend money. London as a city 
will be able in the future to point 
to its new million-dollar Federal 
Building as a monument to the 
depression that began in 1929. 
Thus Canada has tried two quite 
diverse means of combatting de- 
pression, neither of which ap- 
pears to have been entirely 
effective. 

If one were to analyze, as 
scholars in the future will 
analyze the legislation of the 
Canadian Parliament since the 
beginning of 1933, the influence 
of the New Deal legislation in 
the United States becomes very 
apparent. It would be no exag- 
geration to say that the New 
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Deal produced a third party in 
the last Canadian federal elec- 
tion and while that third party 
elected only its leader it polled 
more than a million votes, little 
more than 200,000 behind the 
great Conservative party that 
went out of office and much more 
than half of the vote that put 
the Liberals in power. It was a 
feeling of loss of social justice 
which brought about the famous 
mass buying inquiry and some of 
the conditions that were thereby 
revealed were disquieting to all 
who had the welfare of the 
nation at heart. 

President Roosevelt has still 
four months of his first term 
ahead of him, but within three 
months the national verdict will 
be pronounced. His opponent, 
Governor Alfred Landon of 
Kansas, is being presented by 
the Republican party as the one 
man who can undo the ill that, 
in Republican eyes, has come 
from the working of the New 
Deal. Elements of third party 
protest have united upon a can- 
didate from the west in the per- 
son of Representative Lemke, 
but how far these elements are 
from unity in their political 
faiths is already apparent. Gov- 
ernor Landon’s difficulty is to 
present an alternative to the 
Democratic measures as a way 
out of the difficulties of the 





-age at its command. 


times. What the average Ameri- 
can workingman is vitally inter- 
ested in knowing is how he can 
get a job and hold it, what the 
average farmer wants to know is 
the price he will receive for his 
crops. Fine spun speculations 
concerning a constitution sus- 
tained or a constitution broken 
offer no solace to an empty 
stomach. The Republican candi- 
date is himself a man of the 
Middle West and he knows that 
without the support of the 
Middle West the Republican 
Party will have no hope of suc- 
cess. He has had, therefore, no 
alternative to his declaration in 
favor of cash relief for western 
farmers. To labour his bid is 
the right of employees to join 
any type of union they prefer, 
whether it covers the plant, the 
craft or the industry. Just how 
this declaration impressed the 
steel barons of the country 
would be interesting to know. 
The Democratic Party has the 
advantage of being in power 
with all the influence of patron- 
It has 
a great asset also in the per- 
sonality of the President. He 
may be anathema to large sec- 
tions of the big business inter- 
ests, but he is probably still 
secure in the hearts of great 
masses of the common folk. The 
alliance of Dupont millions with 
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Al Smith oratory in an effort to 
divide the Democratic party 
proved a sad boomerang for its 
backers. Little has been heard 
of the effort of late. The finan- 
cial pages of the newspapers are 
filled with reports of improve- 
ment, but big business, having 
recovered from its fright and 
near collapse, now insists that 
its own right arm brought sal- 
vation and wants no more of 
social planning and control of 
private enterprise. 

From the Canadian viewpoint 
the foreign policy of President 
Roosevelt, embodied in the words 
“the good neighbor,” has a spe- 
cial interest which has been 
heightened by the recent visit of 
the President to Canada to meet 
the Governor-General and the 
Prime Minister. Though the visit 
was of but a few hours’ duration 
it was its significance as a ges- 
ture of good will that gave it 
real importance. During the 
last two years this same spirit 
of good will manifested towards 
the republics of South America 
has made an amazing change in 
their attitude towards the great 
republic. It was an _ earlier 
Roosevelt who talked of the “big 
stick,” but this Roosevelt talks 
of “the good neighbor” and ex- 
emplifies the spirit in encourag- 
ing trade between the countries. 


It is too soon yet to pass any 
final judgments on the newer 
trade relations between Canada 
and the United States, though 
one fact can never be contro- 
verted, namely, that if Canada 
can get into the market of the 
United States she is in what is 
at all times her most logical 
market. 

Those who hope for a return 
of real prosperity to Canada 
recognize that it is linked up 
with the restoration of the 
proper economic balance in the 
United States. Those who desire 
a greater recognition of social 
values in the commercial and 
industrial life of Canada must 
realize also that this, too, is 
linked closely with the develop- 
ment of such social values in the 
United States. These recent 
years have impressed the fact 
that ruthless and rapid exploita- 
tion of the natural resources 
with no regard to the future has 
had a part in bringing the 
United States into its present 
troubles. It was “rugged indi-. 
vidualism” which permitted this 
waste and permitted monopoly 
to fatten upon it. But there have 
always been men of vision with 
what James Truslow Adams 
calls the “American dream” in 
their minds, the dream of a land 
in which “life should be better 
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and richer and fuller for every 
man, with opportunity for each 
according to his ability or 
achievement.” Jefferson had 
that dream and Lincoln and 


’ Theodore Roosevelt and Wood- 


row Wilson. It is not the pos- 
session of one political party, 
and though it is submerged from 
time to time by waves of ma- 
terialism it ever arises to chal- 
lenge the days ahead. 

So is it, too, in Canada. Here 
in a land that still has its fron- 
tier, that almost every day can 
proclaim some newly found re- 
source in mine or forest or field, 
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we have to deal with many of 
the same problems that trouble 
our neighbour. Too often there 
is a disposition to sneer at the 
American theory or practice and 
adopt an attitude of holier-than- 
thou. That is a dangerous atti- 
tude. What Canadians cannot 
too clearly recognize is, as was 
said in the introduction to this 
article, that we are North 
Americans, that we live on the 
continent of North America and 
that the United States is the 
only country in a position seri- 
ously to influence the course of 
Canadian history. 
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THE EFFECT OF ADVERTISING ON THE PRICE 





OF COMMODITIES * 


JAMES E. MCCONNELL, JR. 


NE of the major criticisms 

against advertising is based 
on the belief that advertising must 
increase the cost of a product in 
order to pay for itself. This article 
is devoted to a consideration of this 
argument and shows the actual 
effect that advertising has had on 
the price levels of a wide range of 
commodities. 

In accordance with the principle 
of mass production, anything which 
increases the output of an article 
makes possible economies of pro- 
duction that result in lower unit 
costs. Printers’ Ink of January 22, 
1914, contained an article giving 
examples of the effect of adver- 
tising on the price and quality of 
varied products. Information on 
this subject was obtained from 
twenty-nine firms, whose replies 
were classified as follows: 

1. Five firms reduced prices and 

increased quality. 

2. Five firms reduced prices and 

maintained quality at the 
same standard. 





'This article is a synopsis of part of 
Mr. McConnell’s thesis “The Value of 
Advertising.” 





8. Eleven firms maintained prices 

and improved quality. 

4, Eight firms maintained prices 

and quality at the old levels. 

According to the testimony of 
the firms which supplied this 
information there was not a single 
case in which prices were increased 
by advertising. It is significant to 
note that the most successful and 
known companies on the list were 
those which reduced their prices 
to consumers. 

By doing this, these companies 
have not only benefited the consum- 
ing public but have helped to fore- 
stall competition and to strengthen 
their own position in their respec- 
tive industries. The policy of the 
Campbell Soup Company offers an 
excellent illustration of the impor- 
tance of reducing prices to dis- 
courage further competition. This 
company does not allow profits to 
rise above six-tenths of a cent a can. 
The company has established this 
maximum figure as a _ standard 
beyond which competition might 
become dangerous. The profit figure 
is kept fairly constant, for as soon 
as an increased demand provides 
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further economies, the savings are 
passed on in the form of a reduc- 
tion in the list price of the com- 
pany’s products. Any reduction in 
the list price is quickly passed on 
to the final consumer.’ 

One of the best modern illustra- 
tions of price reductions is provided 
by the automobile industry. The 
fact that a car selling for less than 
$1,000 to-day is far superior to the 
ones which were sold for more than 
twice that price fifteen years ago 
is readily admitted. That adver- 
tising has been an important factor 
in increasing the quality and 
lowering the price is expressed by 
Mr. Alfred P. Sloan, Jr., President 
of General Motors, in the following 
sentence, “I am _ tremendously 
interested in advertising because 
I believe it is a factor, the impor- 
tance of which few realize, in 
reducing the costs of goods and 
services by promoting volume.” 

Critics frequently claim that 
some companies advertise to obtain 
recognition for their product so 
that exorbitant prices may be 
secured. The success of such a 
company rests on an _ insecure 
foundation and it is almost certain 
that its product will enjoy only 
temporary popularity, for its true 
worth is sure to be discovered both 
by competitors and the consuming 
public. Advertising will only 
hasten this exposure. An unadver- 





1Fortune, November, 1935, page i24. 
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tised product sold at an excessive 
price would stand some chance of 
surviving, but one that is adver- 
tised immediately draws attention 
to itself and is then left to stand 
on its own merit. 

To obtain lasting approval for a 
product, an advertiser must back 
his printed promise with satisfac- 
tory goods at satisfactory prices 
or be eliminated from the competi- 
tive field. An artificial price for a 
poor product cannot be maintained 
long if the product attracts the 
attention which advertised goods 
receive. Advertising thus performs 
a real service by eliminating com- 
panies which endeavour to estab- 
lish excessive price levels for their 
products. 

To say that advertising increases 
prices is to erroneously single out 
and attack one of the many factors 
in our distribution system. Dis- 
tribution costs include not only 
advertising but also packaging, 
carting, transportation, warehous- 
ing, salesmen’s expenses, credit, 
collection costs and financing. It 
is no more reasonable to assume 
that advertising increases prices 
than to say that sales clerks or 
delivery trucks increase prices. All 
of these items perform a necessary 
function in the distribution of 
goods. The high cost of some of 
these distribution factors is con- 
trasted with the low price of adver- 
tised goods in the following illustra- 
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tion given by Mr. Roy S. Durstine: 
During a recent winter in a 
typical Eastern city, thousands of 
people were waiting in line at relief 
stations to receive bread and 
coffee. At the same time wheat 
was being burned in the Middle 
Western States, sugar was being 
burned in Cuba and coffee in 
Brazil. The problem of bringing 
these products from places where 
over-production existed was con- 
sidered, but was found to be too 
costly. A director of relief while 
discussing this situation said, “The 
cost of handling and transportation 
to get the products here would have 
been more than we had to pay for 
these supplies in the open market.” 

This means that advertised 
coffee, advertised sugar and.bread 
could be bought for less in the open 
market than it would have cost to 
transport carloads of these un- 
wanted products which carried no 
cost of advertising.’ 

Conclusive proof of the fact that 
advertising has tended to lower 
prices is presented in the following 
chart which gives a comparison of 
the price trends of both advertised 
and unadvertised commodities. 
The commodities included in this 
chart have been taken directly 
from a report of the Dominion 
Bureau of Statistics which gives 





“Advertising a Vital Tool in Busi- 
ness” by Roy S. Durstine. 





the price trends from 1913 to 1930 
of the commodities in a typical 
family budget. A list of this type 
gives an excellent basis for com- 
parison because the items include 
the necessities of life which are 
most frequently purchased and 
which constitute a major portion 
of the average family’s expendi- 
tures. The division of these com- 
modities into the two groups of 
advertised and unadvertised prod- 
ucts was made after careful consid- 
eration of the items and consulta- 
tion with an advertising agency 
executive who has carefully studied 
advertising campaigns during this 
period. In practically every case, 
however, it is apparent that the 
commodity falls into one or the 
other classification. 

The index numbers of these two 
groups were charted to give a com- 
parison of their trends. At the 
end of 1930 the index of unadver- 
tised products stood at 98.7, 
indicating that the average price 
of unadvertised commodities had 
risen 57.2 per cent. during the 
period under survey. During the 
same period the index of advertised 
goods rose 50.8 per cent., showing 
that prices of advertised com- 
modities had not advanced as 
rapidly as those which were unad- 
vertised. 

Throughout the period of normal 
business activity in Canada from 
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1924 to 1928 there is little differ- 
ence between the trends of the two 
groups. It is very significant to 
note, however, that from 1913 to 
1920 the group of advertised com- 
modities not only failed to rise as 
rapidly as those which were unad- 


drop in common with the general 
price index, but remained below the 
unadvertised commodities until the 
period of normal business activity 
previously mentioned. After 1928 
the index prices of advertised 
commodities decreased much more 


COMPARISON OF PRICE TRENDS 
Advertised and Unadvertised Commodities 





Base Year 1926 


vertised but also that the total 
increase in these commodities was 
22.3 per cent. less than in those 
products which received little or no 
advertising. 

After 1920 the prices of adver-' 
tised commodities continued to 


rapidly than the prices of the 
group of unadvertised items. 

The action of these trends in 
the prices of advertised products 
which consume such an important 
portion of the national income 
gives very strong support to the 
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specific examples of well-known 
companies previously mentioned, 
which have lowered prices as a 
result of advertising. 

It is, therefore, evident that over 
this period the large increase in 
advertising expenditures for prod- 
ucts in column 1, exhibit 1, did 
not tend to raise their prices. When 
compared on the chart with prices 
of commodities in column 2, it is 
obvious that advertising has a ten- 
dency to stabilize prices, since the 


fluctuations in the prices of adver- 
tised commodities were not as 
great as in those which were unad- 
vertised. In conclusion, it may be 
said that the increasing advertising 
expenditures of the present cen- 
tury have not been passed on to the 
consumer in the form of higher 
prices, but have been absorbed by 
the manufacturer, who has received 
the benefits and economies of mass 
production, made possible through 
this advertising. 


EXHIBIT 1 


Advertised 


Bacon, Breakfast 
Lard, Pure Leaf 
Milk 

Butter, Creamery 
Cheese, New 

Bread, Plain White Flour 
Rolled Oats 

Tea, Black 

Tea, Green 

Coffee 

Vinegar, White Wine 
Starch, Laundry 
Flour 


Unadvertised 
Beef 
Veal 
Mutton 
Pork 
Eggs 
Butter, Dairy 
Cheese, Old 
Rice 
Beans 
Apples, Evaporated 
Prunes 
Sugar 
Potatoes 











MERCHANDISING BY NEWSPAPERS 


WALTER J. BLACKBURN 


ANY newspaper advertis- 
ers and a large number of 
readers are unaware of the work 
done and the services offered by 
the newspaper merchandising 
department, services which they 
themselves might often be able 
to use profitably. It is the hope 
of the writer of this article that 
his work will bring to the atten- 
tion of present and future busi- 
ness men and present and fu- 
ture newspaper readers the fact 
that their daily newspaper is 
ready and willing to do anything 
in its power to assist them in 
improving their connections with 
the public that provides them 
with their livelihoods. 

The merchandising depart- 
ment may be said to be an 
organization designed to aid 
every operation calculated in any 
way to increase the amount of 
trade and commerce, the amount 
of goods bought and sold, in the 
community served by the news- 
paper to which the merchandis- 

1This article is taken from Mr. 
Blackburn’s thesis “The Merchandis- 


ing Activities of a Typical Canudian 
Daiiy Newspaper.” 





This 
department is designed to aid in 
selling the products of the news- 
paper’s present and prospective 
customers, but it is not a selling 
agency. The department must 


ing department belongs. 


be alert, aggressive and re- 
sourceful to match wits with the 
new thoughts and actions that 
are constantly appearing in 
trade and commerce. As time 
goes on the merchandising serv- 
ices offered by the newspaper 
will become more and more 
important, and a newspaper’s 
success will depend to quite an 
extent on the number and 
quality of services that it can 
provide. 

The first source of the work 
of the merchandising depart- 
ment is the advertising agency, 
an organization gaining news- 
paper recognition in Canada 
through the Canadian Daily 
Newspaper Publishers’ Associ- 
ation. This recognition is of 
importance to the agency be- 
cause newspapers accept adver- 
tising only from recognized 
agencies, which in turn receive 











a commission for the work they 
do; it is of importance to the 
newspaper because under the 
present arrangements between 
agency and newspaper, the 
agency collects the accounts 
from the national advertisers, 
deducts its commission, and pays 
the balance to the newspaper. 
The financial position of the 
advertising agency must be care- 
fully investigated to protect the 
newspaper against losses, and 
only financially reliable firms 
receive recognition. 

In practically every instance 
where a firm shows a tendency 
towards the expenditure of an 
advertising appropriation, the 
first step is to find out what 
territory the firm is now cover- 
ing, and what additional areas 
may be used effectively. This 
calls for a complete survey, 
which must be above everything 
else honest and sincere, because 
the company is familiar with the 
business it is attracting at the 
present time in its particular 
territories, and will judge the 
value of the survey in the new 
territories, by the facts in its 
possession regarding the dis- 
tricts that it has already com- 
mercialized. The advertising 
agency must depend on the 
newspapers for a great deal of 
its information, for not only 
would .the initial expense of 
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sending out merchandisers 
under its auspices be prohibitive, 
but this method would also be 
too slow. As a result, the mer- 
chandising department of the 
daily newspaper is called into 
action. 

The second and third sources 
of the work of the merchandis- 
ing department are the present 
client and the prospective client. 
Practically all of the small local 
accounts of a newspaper come 
directly from or are sold directly 
to the clients. In the old days, 
an advertising solicitor, handi- 
capped by a lack of knowledge, 
walked from door to door in the 
city of his publication and the 
surrounding towns, offering 
little more than a series of inane 
questions. “Don’t you think you 
had better advertise?” This 
negative approach built up the 
very sales-resistance that he was 
employed to break down. When 
he solicits business today, he 
places before the present or pros- 
pective customer the facts and 
figures in connection with the 
fruitful relationships possible 
between the potential client and 
newspaper advertising. These 
facts and figures are provided 
by the merchandising depart- 
ment. 

As soon as the client has re- 
ceived the sales presentation and 
has purchased. some advertising, 
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no matter how large or small, the 
well-run newspaper puts its 
merchandising department to 
work again. The work on an 
account that has been success- 
fully contracted should not end, 
but rather begin, when the final 
arrangements for a campaign 
have been made. When the work 
of the solicitor is over, the 
efforts of the merchandiser come 
into play. The former brings 
the account into the office, and 
the latter so safeguards it that 
there is seldom any excuse for 
cancellation. 

What the merchandising de- 
partment of a newspaper does 
for its clients it must also do for 
itself. It must sell its own serv- 
ices and the services of the 
newspaper’s columns. It must 
unearth every imaginable reason 
why newspaper space should be 
used by business firms. It must 
do everything in its power to 
build up confidence in the minds 
of advertisers. The merchan- 
dising department must survey 
its own possibilities and then 
present its future to its clients. 

Each of the main divisions of 
the work of the newspaper mer- 
chandising department will now 
be treated in detail, and an effort 
will be made to bring out the 
reason for the client’s making 
the request, the manner in 
which the request is satisfied, 
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and the results obtained. Beyond 
any shadow of a doubt, the most 
important work of the merchan- 
dising department is the trade 
survey. When an inquiry comes 
in in connection with a certain 
product, the competing lines are 
listed in the order of their favor- 
able reception by the public. The 
reason for the order of sales is 
given. This initial picture gives 
the manufacturer at first glance 
the possibility of his securing 
sufficient distribution to make 
advertising advisable. 

The number of calls that must 
be made varies with the char- 
acter of the survey. When many 
calls have to be made, a zone 
map is prepared. The average 
city of 100,000 population will be 
divided into about six districts 
numbered on the basis that 
Number 1 represents the wealth 
or social division, Number 6 the 
slum area, the other four being 
marked in their logical sequence. 
The calls are similarly marked 
on this basis, so that when the 
survey is concluded, the reader 
has a definite knowledge of the 
appeal that he is making or is 
likely to make to those of high, 
middle and low degree. In any 
call that a merchandiser makes 
on a store, tact and courtesy 
must be the outstanding char- 
acteristics of the interview. 
Some retailers have to be called 
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upon many times during the 
course of a year, and their atti- 
tude towards the newspapers 
must always be kept most 
friendly. The completed survey 
is carefully typewritten, and 
frequently bound, so that when 
it arrives at its destination it 
conveys the impression that the 
information contained is really 
authoritative and that the task 
of gathering it has been a 
pleasant one. 

The members of newspaper 
merchandising departments fre- 
quently make surveys just for 
the fascination of uncovering 
interesting information,  al- 
though requests for it may not 
have been received. What page 
in a newspaper attracts the most 
attention? Is the left or the 
right page of a spread read first? 
To what page do women readers 
turn first? A survey of this 
type can be used by the advertis- 
ing department of the news- 
paper to great advantage. It 
aids copy men in writing adver- 
tisements and the solicitors in 
selling them, because the adver- 
tiser’s whims regarding how his 
advertisement should be de- 
signed can be kept in line, 
guaranteeing better results. 

Another activity of a mer- 
chandising department, one 
usually undertaken at the re- 
quest of an advertising agency, 
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is reporting on the possibility, 
or, if the product is already 
being distributed in the terri- 
tory, the progress, of the sales 
of a particular product. The 
request may be made in antici- 
pation of beginning an advertis- 
ing campaign, or it may be made 
to determine just how a cam- 
paign is pulling. When checking 
sales, the merchandising depart- 
ment endeavours to determine 
not only why they are being 
made, but also why some are 
being lost. An attempt is made 
to determine what the factors 
are in each individual case and 
this information is transmitted 
in the form of a report to the 
person making the request. In 
this way manufacturers are 
sometimes able to get informa- 
tion and ideas that otherwise 
might have escaped them. 
Merchandising departments 
are always striving to induce 
retailers to give nationally ad- 
vertised lines as much assistance 
as possible to complement news- 
paper advertisements. They do 
this by soliciting window dis- 
plays, checking local dealers to 
see that window trim and other 
advertising matter is being 
used, and by inviting local mer- 
chants to mention nationally 
advertised merchandise in their 
own advertising. The advan- 
tage of the newspaper merchan- 
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diser in calling on the retailer 
rests in the fact that the retailer 
is well known to him, whereas 
an outside traveller might not 
meet with such a hearty recep- 
tion. Where a big account is 
involved, a paid window dresser 
is employed, his expenses, of 
course, being met by the adver- 
tiser. 

Manufacturers, brokers and 
advertising agencies are thor- 
oughly alive to the fact that the 
appeal of a store window is 
judged by the arrangement of 
the merchandise and the quality 
of the printed matter used; and 
that merchants will not put into 
their windows cards, signs and 
posters that are not worthy of a 
position there. They do not 
hesitate, therefore, to go to 
great expense in preparing 
printed matter that will imme- 
diately catch the eye of the 
retailer and, when used, compel 
attention from those walking 
along the street. To plan, pre- 
pare and print a costly piece of 
window trim and then not make 
sure that it is being used is poor 
business. Newspaper merchan- 
dising departments receive re- 
quests to check up on the situ- 
ation regarding window trim. 
This checking comes under three 
heads: (1) to make a list of the 
stores that have cooperated, (2) 
to endeavour to get the stores 
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that have not used the trim to 
employ it later on; (3) to list the 
merchants who either refuse 
point-blank to use the trim or 
confess to having thrown it 
away. During these calls, sug- 
gestions are frequently made 
regarding the better placing of 
the trim and congratulations 
and thanks are extended to 
those who have given the trim 
the best possible position. 
Welding national advertising 
into the minds of the public gets 
a powerful impetus when the 
merchandising department se- 
cures from its local advertisers 
who carry the article that is 
being publicized, some small or 
large space devoted to a cut or 
to type matter stressing in some 
manner a reference to the prod- 
uct. The national advertiser 
always carries matrices and 
electros for the use of the dealer. 
These make it easy for the 
retailer who dislikes writing 
advertising to give some sup- 
port to a national campaign. 
Without going to the trouble of 
wracking his brain, it is only 
necessary for him to put a 
matrice or electro in with his 
regular copy. Another form of 
dealer cooperation is the “hook- 
er,” the small strip under or over 
a large national advertisement, 
carrying the name of the dealer 
from whom the nationally ad- 
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vertised product may be obtain- 
ed. There is perhaps no more 
valuable a form of cooperation, 
for the simple reason that if the 
reader has any desire to pur- 
chase the product that is being 
talked about in the advertise- 
ment, there is no ocasion for him 
to walk all over the city looking 
for the dealer who has it. 

The merchandising depart- 
ment places a premium on serv- 
ices of a more personal nature 
which it may render to the ad- 
vertisers. These include provid- 
ing head offices, travellers and 
detail men with route lists, intro- 
ducing representatives of firms 
to local buyers, furnishing blank 
books in which the advertisers 
can paste their announcements 
and, if necessary, making up 
portfolios of the campaign, and 
providing conference and service 
rooms. 

Cooperation that is invaluable 
to an advertiser consists of 
supplying him with route lists 
for his travellers and detail men. 
One can readily understand that 
when the representative of some 
company goes to a strange city, 
he is at a loss to know just how 
to make his calls in the least 
possible time. The route list 
that may be obtained from the 
daily newspaper in the town is 
so clear and carefully worked 
out that the representative may 
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make one call after another 
without wasting time. He is 
consequently enabled to increase 
the daily percentage of his sales 
in accordance with the generally 
accepted thought that the more 
calls are made, the more orders 
are taken. Route lists are in 
constant demand, for manufac- 
turers and salesmen find them 
of inestimable value in saving 
time and money. 

Trade introductions are a 
matter of almost daily occur- 
rence in the merchandising de- 
partment of any large news- 
paper. Mr. Brown is sent by his 
principals to sell Mr. Jones. Since 
he has not had an opportunity to 
appraise Mr. Jones, he does not 
know just how to proceed. He 
knows, however, that his organi- 
zation has been advertising in 
a certain newspaper for a long 
time, and that, as a result, the 
publication will undoubtedly feel 
kindly towards him. Not only 
does he find out in advance all 
about Mr. Jones, his whims, 
hobbies and peculiarities, but he 
is taken to Mr. Jones and given 
an introduction that carries with 
it the sponsorship of the news- 
paper. He may not secure an 
order or dispose of the services 
he has to sell, but he is put on 
the right track and in a much 
better selling position than he 
otherwise would have been. 
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The advertiser who grows in 
an advertising sense and in- 
creases not only the revenues of 
his own business but also those 
of his daily newspaper, gets his 
inspiration from writing adver- 
tising copy or at least supervis- 
ing the work of his advertising 
department. A further impetus 
to this inspiration comes from 
keeping a record of his adver- 
tisements, their sizes and the 
dates of publication. The news- 
paper merchandising department 
provides blank books for its 
clients, in which the advertise- 
ments can be pasted when run. 
By constantly keeping this book 
before him, the advertiser firmly 
implants in his memory a record 
of what he has done in the past 
and of what he should be doing 
in the present and future. This 
scrap book may also provide him 
with copy ready for insertion 
that exactly covers a thought in 
his mind. Both the merchant 
and the newspaper benefit. 

Portfolios of national adver- 
tising campaigns are usually 
prepared by advertising agen- 
cies, as their chief purpose is to 
make the dealers enthusiastic 
about the product. A local cam- 
paign that cannot be handled by 
an advertising agency because 
no commission is allowed, is put 
up in portfolio form by the mer- 
chandising department of the 
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newspaper in which it is to run. 
In printing the portfolio, the 
usual procedure is not to pull 
rough proofs in the composing 
room, but to send out the 
stereos, casts and type matter 
to a job printing establishment, 
in order that the advertisements 
will look their best. These 
portfolios are then displayed to 
present and prospective cus- 
tomers. 

Newspapers and their mer- 
chandising departments’ are 
called into play in connection 
with demonstrations in order 
that when the demonstrators 
reach the city they will find 
satisfactory arrangements for 
their efforts already made in 
advance. The latest form of 
demonstration consists of cook- 
ing schools and trade shows. The 
chief purpose of a newspaper 
merchandising department in 
connection with these local ex- 
hibitions is to cooperate with the 
manufacturers and develop what 
is known as “extra copy”—that 
is, additional advertising about 
the products being shown. The 
results achieved from every 
form of demonstration sponsored 
by a newspaper have in practi- 
cally every instance justified any 
expenditures that have been 
entailed by the manufacturers 
and retailers. 

Merchandising departments 
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send out trade letters to all 
people interested announcing the 
receipt of non-cancellable con- 
tracts, with some indication as to 
the amount of space to be used. 
The purpose behind these letters 
is to give the men receiving 
them the assurance that a cer- 
tain advertising campaign is 
going to be run. Business houses 
are thus put in a receptive mood 
and are ready to receive travel- 
lers when they call. These let- 
ters are only sent when the de- 
partment is absolutely certain of 
the integrity of the firm or fully 
recognizes the agency handling 
the account. 

The advertising solicitor finds 
the merchandising department 
of great assistance. The shrewd 
solicitor goes to the department 
of the newspaper which employs 
him and equips himself with in- 
formation and ideas which will 
enable him to offer something 
really worth while to the agency. 
The services and the information 
which he offers will not always 
be used, but in submitting them 
he establishes a kindly feeling 
towards himself in the heart of 
the account executive, who is 
only too glad to return the kind- 
nesses that have been shown. 
Again, some producers who de- 
sire the services of an advertis- 
ing agency make known the fact 
that they are in the market. In 
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cases like this, a newspaper will 
frequently receive as many as 
six or seven requests for infor- 
mation along the same line from 
the agencies trying to get the 
account. This provides an op- 
portunity to prove to each 
agency that the activities of the 
merchandising department pre- 
cede the actual solicitation of 
business and that the depart- 
ment is anxious to gather the re- 
quired information to the best 
of its ability even though there 
may be no immediate or future 
hope of reward. 

The importance of the work 
of the merchandising depart- 
ment of a daily newspaper can- 
not be overstated. The adver- 
tising agency gets from the 
department information which 
it could not otherwise obtain 
without going to tremendous 
expense. Manufacturers are 
benefited by the dealer cooper- 
ation arranged by the paper, the 
route lists and trade introduc- 
tions prepared for their sales- 
men, and the arrangement of 
window displays and demonstra- 
tions. The local client is helped 
by the department through the 
writing of advertising, the fur- 
nishing of the means for filing 
past advertisements in chrono- 
logical order, the conference and 
service rooms, and indirectly in 
many other ways through the 
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agency and manufacturer. 

This department is still in its 
infancy and has before it the 
prospect of great growth. It has 
yet to be separated from the ad- 
vertising department and to be 
established as a separate branch 
of the business. Trained men 
will be employed under the lead- 
ership of a man who has grad- 
uated from a school of business 
administration and has received 
a thorough grounding, both in 
his business course and in later 
practical experience, in the type 
of work being carried on by the 
department. The work itself 
will change. A very distinct 


trend towards the localization of 
national advertising to increase 
public interest is already appar- 
ent. In localizing the advertis- 
ing copy, the agency will depend 






on the merchandising depart- 
ment of the local newspaper for 
its information. Then, too, as 
Canada grows, and her cities in- 
crease in size, the number of 
newspapers in each individual 
territory will increase. 
petition for advertising business 
will result in the carrying on of 
a larger amount of what might 
be called “speculative” research, 
i.e., research done in anticipation 
of future business. 

The future of the newspaper 
merchandising department is 
very great indeed, but no greater 
than the openings for men with 
ability in this work. High 
salaries will be paid to good men, 
and only the best will be employ- 
ed. The future is there; only its 
realization remains. 
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NEW DEAL LEGISLATION IN CANADA 


CECIL C. CARROTHERS 


WEADERS of the Quarterly who 

are conversant with the reform 
legislation of the last session of the 
Bennett Government will be inter- 
ested in the fate met by the eight 
measures in a reference by the 
Governor-General in Council as to 
their validity, to the six Judges of 
the Supreme Court of Canada. Not 
only is there considerable political 
importance attached to those meas- 
ures but of far greater significance 
are the constitutional and social 
implications. 

The legislation fared well, much 
better in fact than was expected, 
at least by political commentators. 
Of the eight measures only two 
were declared wholly invalid. Even 
liberal-minded persons considered 
these two somewhat radical. The 
Natural Products Marketing Act, 
one of the two, has been in opera- 
tion for some time. Its purpose 
was to enable producers of natural 
products to market their own com- 
modities and to force minority 
producers to cooperate. This Act, 


dealing as it did with matters 
provincial 


in their scope, was 





unanimously held invalid as being 
ultra vires of the Dominion Gov- 
ernment. Nor could it be brought 
within the introductory words of 
Section 91 of The British North 
America Act—to make laws “for 
the peace, order and good govern- 
ment of Canada.” 

The Employment and Social 
Insurance Act, never in operation, 
met a similar fate. It provided 
insurance for unemployed based 
on contributions by employees, 
industry and government. It pro- 
vided also for the establishment of 
employment bureaus across Canada. 
The Court divided four to two, the 
majority holding the Act to be 
ultra vires. The majority failed 
to find any basis for Federal 
jurisdiction in the matter, dealing 
with it as possible legislation 
within the clauses concerning in 
turn, “peace, order and good gov- 
ernment,” “regulation of trade and 
commerce,” “statistics,” “crim- 
inal law,” and “Treaty powers.” 
In dissenting, Chief Justice Sir Ly- 
man Duff and Justice Davis held the 


Act intra vires, as coming within 
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the authority of Parliament to tax 
and to appropriate public money 
for any public purpose. 

The Farmers’ Creditors Ar- 
rangement Act was passed to 
allow farm debts to be scaled 
down. The preamble to the Act 
declared it was necessary for the 
salvation of Canadian farming. 
This Act has been in operation for 
some time and thousands of appli- 
cations have been made under it. 
In a five to one verdict the Act was 
held intra vires as coming within 
Parliament’s jurisdiction over 
bankruptcy legislation. 

As a result of the price spreads 
report the Dominion Trade and 
Industry Commission Act was 
enacted. It provided a commission 
to supervise business, to insist on 
fair trade practices and to act as 
a sort of referee over various 
industries. An unanimous verdict 
held that clauses dealing with 
agreements regulating price and 
production were ultra vires be- 
cause they dealt with trade entirely 
local in its nature: the balance of 
the Act was approved. The 
clauses declared unccnstitutional 
were, of course, the most impor- 
tant. 

A second Act which resulted 
from the price spreads report 
added Section 498A to the Crim- 
inal Code, providing fines and 
imprisonment for unethical and 
unfair business practices. On this 


measure the Court divided four to 
two, Justices Cannon and Crocket 
dissenting. The majority held the 
Section valid as being within 
Parliament’s jurisdiction over 
criminal matters. Justice Cannon, 
however, strongly dissented, hold- 
ing that the matters dealt with 
were matters of civil right. Justice 
Crocket held that if the matter 
legislated upon was not primarily 
one assigned to Federal jurisdic- 
tion, Parliament could not assume 
legislative authority over it by 
dealing with it under cover of the 
Criminal Code. 

Three of the most radical 
statutes ever enacted in Canada, 
the Minimum Wages Act, the 
Weekly Rest in Industrial Under- 
takings Act and the Limitation of 
Hours of Work Act were grouped 
in one reference. Providing a 
means of insuring living wages, a 
forty-eight hour week, and one 
day’s rest in seven, they were 
allegedly passed under the author- 
ity of conventions of the Inter- 
national Labour Office at Geneva. 
The Court divided evenly on these 
Acts, with Justices Rinfret, Cannon 
and Crocket holding them ultra 
vires, and the Chief Justice and 
Justices Davis and Kerwin uphold- 
ing the power of the Dominion 
Parliament to enact them. 

The opinions of the Court on 
such references are not, of course, 
binding, and no immediate change 
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is likely to result from the findings. 
Appeals to the Privy Council will 
doubtless be launched, and its final 
judgments will necessitate a con- 
siderable amount of redrafting and 
recasting of the Acts. 

The Supreme Court of Canada is 
a strong appeal court; probably 
few countries have a finer group 
of judges than Chief Justice Duff 
and Justices Rinfret, Davis, Ker- 
win, Cannon and Crocket. It is 
unfortunate that certain sections 
of the press have attempted to 
show that in the division of judges 
on the various references there 
was political significance arising 
from the former provincial affilia- 
tions of the various members of 
the Court. The arousing of racial 
controversies is, of course, not 
unusual in certain sections of the 
press. In this instance, however, 
a study of the judgments and of 
the alignment of the judges on the 
points decided, belie any political 
or territorial prejudice or bias. The 
importance of the matter, never- 
theless, is that the situation affords 
a telling argument against those 
Canadian ultra-nationalists who 
would abolish appeals to the Privy 
Council. If important judgments 
of our Supreme Court concerning 
constitutional matters and the 
rights of the provinces and the 
Dominion are to be attacked on the 
grounds of political or racial bias, 
it would appear imperative at this 
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stage of our national development 
that we retain the use of a court 
that, whatever else may be said 
against it, cannot be considered 
interested in the least in Canada’s 
political, racial and religious prob- 
lems. 

Some judicial commentators have 
seen in the six decisions a swing of 
our Supreme Court opinion behind 
the Dominion Parliament’s jurisdic- 
tion when it is in conflict with that 
of the provinces. This alignment 
of opinion is based on an assumed 
change of feeling in the Privy 
Council. But although the sup- 
porters of provincial rights have 
lost a strong champion in the 
Council with the passing of Vis- 
count Haldane, other commenta- 
tors believe that it is by no means 
certain that any considerable 
change of opinion has occurred. 
Because of the uncertainty of the 
appeals, and the tremendous effect 
on our political and constitutional 
status which probably will follow a 
decision either way, Canadians will 
await with greater than usual 
interest the fall session of the 
Privy Council. 

As we go to press the Honour- 
able E. Lapointe, Minister of Jus- 
tice, announces that the Dominion 
Government has asked leave to 
appeal the decisions on the Em- 
ployment and Social Insurance Act 
and on the three other measures 
of social importance, those dealing 
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with the day of rest, the forty- 
eight hour week, and the minimum 
wage; and that various provinces 
will appeal decisions on Section 


498A of the Criminal Code and on 
the Farmers’ Creditors Arrange- 
ment Act. In all cases leave has 
been granted. 

















